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Research background: The study investigates the initial phase of budgeting process conducted 
in corporations. The basic concept correlates with findings in scientific literature that describe 
budgeting as an inefficient tool, burdened by considerable regulation in the preparation and com-
pilation stages. As a consequence, the majority of academics and practitioners have concluded 
that producing a budget is merely a formality that minimizes wrinkles on the faces of their initia-
tors, while reaping debatable benefits for managerial control. 
Purpose of the article: This paper compares data from the literature with the actual budgetary 
practices of companies operating in the Czech Republic. The attention was paid to the detailed 
aspects of the budgeting process, factors affecting the time it takes to prepare a budget, and the 
impact of ownership structure, especially the role of foreign ownership and foreign capital, on the 
level of decentralization in the budgeting process. 
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Methods: The authors examined these topics through a questionnaire completed by 136 respond-
ents, primarily industrial companies based in the country. The subsequent hypotheses were as-
sessed via application of the Z-test. 
Findings & Value added: The results presented show that the budgeting practices of the Czech 
firms are not only influenced by traditional factors (e.g. the size of the company and its given 
economic sector), but also certain other aspects. Essential facets comprise the ownership structure 
and the share of foreign capital involved, the latter affecting the extent of autonomy of the busi-
ness as to the budgetary process. This submitted paper can extend the current theory with new 
findings on the specific nature of budgeting in post-socialist countries with an open economy and 





Budgeting constitutes a typical instrument for managerial control in the 
corporate sector. Lorain et al. (2014) argue that the usual elements of budg-
eting, such as planning, regulation, or motivation, have a positive effect on 
managers' ability to respond to strategic uncertainties. According to a study 
by De With and Dijkman (2008), the benefits of budgeting lie in supporting 
planning, control, and motivation. The results of studies published in dif-
ferent countries show the crucial role of budgeting in the management ac-
counting system (Wnuk-Pel & Christauskas, 2018; Yalcin, 2012; Libby & 
Lindsay, 2010). 
Despite being a mechanism widely applicable to companies in general, 
results reported in the literature (Libby & Lindsay, 2007; Østergren & 
Stensaker, 2011; Pietrzak, 2013) show that the efficiency of traditional 
budgeting under contemporary business conditions is limited. Massive reg-
ulation and frequent efforts to standardize the process have shaped the 
widely held belief that traditional budgeting is merely a formal and inflexi-
ble tool which adheres to old ideas and procedures (Neely et al., 2003; 
Hansen, 2011; Lidia, 2014).  
Based on scientific literature, the presented study investigates the validi-
ty of these findings in enterprises operating in the Czech Republic, examin-
ing in detail the budgetary process in the sample polled. It is also deter-
mined whether the procedures conducted by said enterprises are influenced 
by features typical for the Czech economy, e.g. a significant number of 
strategic raw materials and businesses in the Czech Republic are owned by 
foreign investors. As a study on the impact of such phenomena on the 
budgeting process of enterprises in the Czech Republic had not previously 
been carried out, the authors of this paper set out to research the topic. 
Therefore, the aim of this study is to examine specific aspects of com-
piling budgets in the Czech companies surveyed, and find out how the 
budgeting process in these firms is affected by the ownership structure. 
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Since an objective was to poll firms from across the corporate spectrum, it 
was decided that quantitative research was the best option. A questionnaire 
was devised to acquire the data. 
The authors wish to contribute to the current knowledge in several 
ways: firstly, empirical evidence is presented about the current budgeting 
practices of the Czech firms; secondly, the factors that affect the time spent 
on them are analysed — such as the size of the company and its ownership 
structure; and thirdly, description is given over to the impact of ownership 
structure on internal roles and the efficiency of the budgeting process. 
In terms of structure, the “Literature review” chapter summarizes the 
current knowledge of budgeting and highlights any potential research gaps. 
The “Research methodology” section explains how the respondents were 
selected, describes the technique for gathering data and presents all defined 
hypotheses. The “Results” part is given over to the main findings gleaned 
from the research, while critical examination and evaluation of them is 
described in “Discussion”, alongside comparison with the expectations of 
the authors. Finally, a summary of the results, limitations of the research 
and suggestions for future research are included in the “Conclusion”. 
 
 
Literature review  
 
Budgeting is an inseparable part of management control (Kenno et al., 
2018; Libby & Lindsay, 2010). Having extensively reviewed the topic, 
Lohan (2013) regards budgeting as one of the most frequently researched 
subjects related to management accounting. Joshi et al. (2003) explain the 
role of budgeting as a quantitative expression of future plans and a benefi-
cial tool for performance measurement. According to Lidia (2014), the 
most important advantage of a budget is the assistance it provides in plan-
ning and coordinating activities. Budgetary purposes also include allocation 
of resources, supporting the implementation of strategy, communication, 
evaluation, managers´ motivation and remuneration (Wnuk-Pel & 
Christauskas, 2018). Becker et al. (2016) point out that times of past crises 
have highlighted the importance of certain functions, for example planning 
and resource allocation. 
In its most common form, a budget gives financial indicators scheduled 
for an annual period (Buganová & Moricová, 2017). Réka (2014) states that 
the budgeting process usually involves setting forecasts for revenue, costs, 
production, cash flow and other important factors. Before the budgeting 
process begins, an organization should prepare a long-term plan, also 
known as a strategic plan. A budget is created through an interactive pro-
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cess, one specified in several rounds of dialogue between higher and lower 
levels of management (de Wall et al., 2011). Once the budget is agreed 
upon, regular reports are required by the corporate centre to enable manag-
ers to monitor performance (Lohan, 2013), often monthly (de Wall et al., 
2011). 
Other authors perceive a number of controversial elements in the tradi-
tional concept of a budget which reduce its effectiveness. Hansen et al. 
(2003) have criticized the entire process, arguing it encourages dysfunc-
tional budget ‘games’. Šiška (2016) states that preparing and controlling 
budgets takes a substantial length of time, diminishing the capacity of 
a company to react to change in the external environment. Meanwhile, the 
enormous number of rules and standards pertaining to budgeting have 
earned it the reputation of being an inflexible managerial tool. 
Neely et al. (2003) have criticized budgeting and lend support to their 
argument by stating that budgeting process takes up more than 20% of the 
time of managers. According to by Libby and Lindsay (2010), about 30% 
of Canadian firms spend up to four weeks compiling budgets, while another 
31% dedicate between nine and sixteen weeks to it. Such critical voices 
were joined by Østergren and Stensaker (2011), who describe a budget as 
a time-consuming tool, one which often forms a barrier to change and con-
centrates on reducing costs instead of adding value. A further aspersion is 
the observation that budgets are not updated frequently enough (Hope & 
Fraser, 2003). Recent studies highlight the issue of dysfunctional behavior 
relating to budgets. According to the findings by SeTin (2019), companies 
often tend to negotiate budgetary targets that will be easy to achieve. The 
study by Choe and Kan (2020) describes an example where budgeting may 
lead to increase spending.  
Despite a strong wave of criticism and a number of different improve-
ments of traditional budgeting procedures, several studies reveal the com-
manding position that traditional budgeting still holds in planning and con-
trolling. In this context, Libby and Lindsay (2010) conducted a survey of 
Canadian and American companies and found out that 79% of participants 
use budgets for monitoring purposes; while 94% of that number had no 
intention of abandoning the practice in the foreseeable future. According to 
Wnuk-Pel and Christauskas (2018), either the use of operational budgeting 
decreased compared to previous researches, managers still regard the tradi-
tional budgeting (either in a traditional or modified version) as maybe not 
perfect, but a useful tool which is difficult to substitute. This statement is 
supported by the results of a wide spectrum of studies (Dugdale & Lyne, 
2006; de Waal et al., 2011; Yalcin, 2012), which present findings analo-
gous with those of Libby and Lindsay.   
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Similar surveys on organizational behaviour, encompassing budgeting 
practices, have addressed companies operating in the Czech Republic 
(Wagner, 2014; Popesko et al., 2015; Šiška, 2016). However, insufficient 
emphasis was put on the process of drawing up a budget, while the effects 
of substantial foreign ownership were ignored, despite the significance of 
this factor which relates to the structure of Czech economy (Lambovska et 
al., 2019). 
The authors decided that investigating the impact of ownership structure 
on the degree of autonomy permitted for budgeting should constitute one of 
the partial aims of this study. The expectation was that exercise of power 
over the budget would be limited in enterprises with foreign owners, in 
comparison with those with domestic owners. According to the Czech Sta-
tistical Office (2015), the proportion of foreign-controlled corporations 
operating outside the financial sector (about 13.4 thousand) to the total 
number of such corporations in the Czech Republic (over 1 million) sug-
gests that foreign capital plays a minor role. However, the number of enter-
prises involved is obviously not the most appropriate indicator for gauging 
the level of importance of enterprises under the control of foreign capital. 
Indeed, looking at the issue from the perspective of employment shows that 
in excess of 900,000 people are employed at foreign-controlled companies, 
equal to one third of the total number of employees working in the corpo-
rate sector. If the added value generated by foreign-controlled companies is 
taken into consideration (880 billion CZK), a share of almost 42% of total 
added value is calculated. Hence there is little doubt that foreign capital 
actually contributes greatly to the economy of the Czech Republic. In fact, 
it is not a stretch to speak about the vital importance of foreign capital to 
the country, illustrated by carrying out a comparison of nations. Czech en-
terprises under foreign control created 22.6% of the total added value gen-
erated by the average member state of the European Union (excluding 
Greece as data were not available) in 2012. Only five countries achieved 
higher values in this indicator than the Czech Republic — Ireland, Hunga-
ry, Romania, Luxembourg and Estonia. This highlights how important the 
aspect of ownership structure of companies is to budgeting practices in the 






A survey in the form of a questionnaire was selected as the primary means 
of achieving the objective of the study. The web-based questionnaire (cre-
Oeconomia Copernicana, 11(4), 779–798 
 
784 
ated as a Google form) consists of the following parts: terminology, charac-
teristics of budgeting systems, operational budgeting, and characteristics of 
the company (respondent). The data from the first and third part of this 
questionnaire were used in the previous phase of the research (Dokulil et 
al., 2018). 
A spectrum of nine questions from the questionnaire was used in this 
study, as six of which focused closely on the area of research, and three of 
them related to the characteristics of respondents. All these questions were 
closed. In these questions, the respondents chose between different state-
ments, chose between the answers "yes" and "no", or chose from the range 
of options generated by the literature review. 
The targeted group of respondents is represented by organizations from 
business sector with an arbitrary number of employees that have an annual 
turnover of over 1 million CZK. This sample of potential participants al-
lowed for clear comparison of budgeting practices at large (250 and more 
employees), medium (51–249 employees) and small enterprises (less than 
50 employees), structured according to the 2003/361/ES European Com-
mission methodology. When choosing a research sample, the authors were 
inspired by Becker et al. (2016), who also did not limit the range of re-
spondents by size. 
The anonymous web-based questionnaire, which took approximately fif-
teen minutes to complete, was distributed to respondents by e-mail. The 
contact information for individuals employed in senior and financial man-
agement in positions such as the CEO, Head of the Controlling Department 
or CFO, were collected from the database of Albertina. Respondents from 
the defined targeted group were addressed on the basis of random selection 
to eliminate the preference of the selected group of companies. Data collec-
tion was carried out in the period from January to June 2017. The authors 
approached 1,490 companies in total, out of which 136 completed the ques-
tionnaire, equivalent to a rate of return of 9.1%. See the information on the 
respondents below. 
Distribution of respondents according to economic sector: manufactur-
ing 55 (40.4%), automotive 7 (5.1%), construction 10 (7.4%), engineering 
10 (7.4%), agriculture 7 (5.1%), services 27 (19.9%), energy production 3 
(2.2%), others 17 (12.5%). 
Classification of the firms according to the number of employees: less 
than 50 employees 33 (24.3%), 50–100 employees 39 (28.7%), 100–250 
employees 40 (29.4%), more than 250 employees 24 (17.6%). 
As indicated above, most respondents are engaged in manufacturing 
(40.4%), a sector with a strong history in the Czech Republic since the era 
of socialism. In total, companies from over 30 business sectors took part in 
Oeconomia Copernicana, 11(4), 779–798 
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the survey, which were divided into four groups based on the number of 
employees at them. In line with corporate structure in the Czech Republic 
where SMEs dominate, the largest group of respondents comprised small- 
(24.3%) and medium-sized (58.1%) companies, while large companies only 





A previous study by the authors Dokulil et al. (2018) investigated the ter-
minology and functions of budgeting and indicators applied by companies 
operating in the Czech market. The current study, in contrast, aims to pro-
vide information on the practices of such companies in these thematic are-
as: 
− the usual time and precise procedure for drawing up a budget; 
− the level of centralization or decentralization when drawing up a budget; 
− ownership structure and its influence on drawing up a budget. 
Following review of the literature, the authors settled on some phenom-
ena discussed therein and decided to test the validity of these in their survey 
of companies. In this context, most authors (Neely et al., 2003; Libby & 
Lindsay, 2010; Østergren & Stensaker, 2011) report about relatively high 
managerial time consumption as a typical feature of budgeting. As a conse-
quence, attention was paid herein to factors influencing the duration of 
budget compilation. Since the earlier paper Dokulil et al. (2018) had 
showed that systems of planning and budgeting are strongly influenced by 
the size of the company, this factor was used also to this research. Moreo-
ver, the manuscript by Šiška (2016) confirms that size of the company in-
fluences decision-making on the budgeting process. Bearing these findings 
in mind, the authors started from the assumption that a larger company 
would spend a longer time preparing its budget than a smaller company. 
A time preparing a budget is expressed in weeks.  
 
H1: The size of the company (based on the number of employees) is a sta-
tistically significant factor that affects the time spent drawing up a budget. 
 
Thereafter, attention shifted to typical characteristics of the Czech econ-
omy for the second hypothesis. The data reported by the Czech Statistical 
Office, as outlined at the end of the literature review, emphasized the influ-
ence of foreign-controlled entities in the corporate sector of the country. 
The potential impact of ownership structure on budgeting issues is demon-
strated by several studies focusing on the impact of ownership structure on 
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firm performance (Zandi et al., 2020), or on decisions how to conduct se-
lected operations in the company (Titman, 2017). 
The presumption was that due to the need to coordinate communication 
between management and the foreign owners, the budgeting process in 
these enterprises will be more complicated and more time-consuming than 
in companies with only national owners. 
 
H2: The ownership structure of the company is a statistically significant 
factor that affects the time spent drawing up a budget. 
 
Previous research had highlighted significant differences in budgeting 
practices between firms with local owners, where internally customized 
methods were commonplace, and foreign-controlled firms that usually 
adopted the budgeting practices of the foreign owners. Based on these find-
ings, also confirmed in a study by Wnuk-Pel and Christauskas (2018), the 
authors hypothesized that a given ownership structure would influence the 
possibility of a company to determine which budgeting procedures to fol-
low. It was anticipated that the greater the amount of foreign capital in-
volved, the lesser the extent of autonomy when compiling a budget. 
 
H3: Ownership structure is a statistically significant factor that influences 
the autonomy of the company when drawing up a budget. 
 
The hypotheses above were checked by applying the Z-test. Statistical 
methods, such as absolute abundance and simple classification of statistical 
characteristics, were utilized for data processing purposes. This basic sort-
ing method facilitated expression of the relative abundance of enterprises 
according to the given statistical features for them (the number of employ-
ees; the period of time spent preparing a budget; whether a significant share 
of foreign capital was present; the autonomy of the enterprise when compil-
ing a budget). Other methods employed included classification according to 
two statistical aspects and dependence between qualitative plural statistical 
features (a contingency table and contingency intensity); the latter of the 
two was gauged via the mean square contingency coefficient.  
Comparing the selected groups of enterprises according to the selected 
statistical features determined the significance of the statistical characteris-
tics, and the hypotheses were checked via the tests defined above to the 
significance level of 5%. If the p-value dropped below 0.05, the null hy-
pothesis was rejected on the basis of variation in independence. 
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The Z-score test was applied to detect significant statistical differences 
between each change in value for the groupings of enterprises. The p-value 
for standard (standardized) normal distribution was utilized to evaluate the 
Z-score parameters. The conditions were fulfilled for carrying out the Z-
test, i.e. normal distribution of statistical characteristics and a large enough 





The initial pair of questions posed in the survey examined whether re-
spondents actually use the term ‘budget’ at their place of work, and if so, 
what purpose carrying one out serves. These two questions were also asked 
in a previous study by Dokulil et al. (2018). Including them again allowed a 
more comprehensive view of the research objective. 
The survey showed that, for most respondents (64.7%), it is common to 
apply a traditional form of budget, but differences were evident in imple-
mentation according to the sizes of the enterprises. A detailed overview 
confirmed that budgets are predominantly applied in medium- and large-
sized companies. An opposite trend was discerned in the group of small 
businesses, where only 10 out of the 32 small businesses which participated 
in the survey draw up budgets. At this point, the survey ended for any firm 
that answered negatively to this question (48 in total). A total of 88 compa-
nies went on to the next part of the questionnaire.  
The responses to the question on the purposes of budgeting at the com-
pany were in line with the information gleaned from the literature review. 
All the publications referenced in the literature search were united in de-
scribing planning as a widespread function of budgeting, which was also 
borne out in this survey, as almost 91% of respondents said that budgets 
served as such a tool. Half of them employed budgets to motivate or evalu-
ate managers, while almost 40% stated that coordination was the reason, 
and less than 30% said communication was the impetus. Detailed data are 
summarized in Table 1. 
Some of those who opted for the reply of "other" confirmed the initial 
assumption of the authors, their responses essentially constituting a general 
critique of the role of budgeting today. As Neely et al. (2001) admitted, 
a budget is just a formal managerial tool in many enterprises. This is re-
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The subsequent part of research focused on the process of putting to-
gether a budget, specifically on its initial conditions, wherein the authors 
analysed ownership structure and the share of foreign capital. 
Choosing who to poll in the survey involved randomly selecting compa-
nies from a defined list. This meant the authors could not influence whether 
participants were mostly those with a significant share of foreign investors 
or companies owned by Czech entrepreneurs. Table 2 provides an overview 
of respondents and their ownership, revealing that firms with a significant 
share of foreign capital have less autonomy in formulating budgeting pro-
cedures. In this context, 31 companies said that foreign capital accounts for 
more than 20% of their total capital, out of which 25 indicated they are 
required to follow the instructions of the foreign owner. These results were 
further used when testing the hypotheses. 
The degree of budgetary centralization or decentralization was ad-
dressed next in the questionnaire, the responses showing a high extent of 
the latter in the Czech corporate sector. In fact, 70 respondents claimed that 
each department at the company had its own budget, 63 of which declaring 
that budget was prepared in cooperation with the staff of the department. 
Known as the ‘bottom-up’ method of preparation, Table 3 reveals that this 
tendency prevails in Czech companies, the reason being that departments 
manage themselves more efficiently under such decentralized conditions 
and can influence factors affecting their performance. 
However, budgetary decentralization has the capacity for more sophisti-
cated evaluation of staff. Only 45 companies from the sample (64.3% of 
those with a decentralized budgeting system) utilize this potential for moti-
vation. This is somewhat paradoxical, since the possibility to assess units 
and evaluate staff on the basis of their real performance is one of primary 
reasons to implement decentralization in enterprises.  
Another part of the questionnaire comprehensively addressed the basic 
parameters of drawing up a budget. A frequently criticized aspect of tradi-
tional budgeting is strict adherence to an annual budgeting cycle. Neely, 
Sutcliffe and Heyns (2001) included it in the list of the 12 most cited weak-
nesses of budgeting, declaring the annual budget to be incompatible with 
the modern, dynamic business environment. Notably, this cyclical pattern 
was adhered to by the majority of the companies surveyed (see Table 4). 
The participants were then polled about the time spent on the budgeting 
process. Half of the companies commence the activity in September or 
October, and the average time for putting it together ranges from 4 to 8 
weeks. The period required for it is not measured by 10 firms.   
The responses to the last question revealed that it is not usual to use spe-
cialized budgeting software (tools not included in the basic MS Office user 
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package) in Czech companies, as applications for producing ordinary 
spreadsheets or editing text are sufficient (see Table 5). Respondents who 
use particular software specified the given type, comprising: BNS, QI, 
Kros, Build Power, Dynamic NAV, SAP and IIS Ekonom. 
 
Statistical hypotheses testing 
 
The three hypotheses defined in the “Research methods” chapter un-
derwent testing, and description is given below. While the number of enter-
prises that do not monitor the time spent on drawing up budgets equalled 
11.4% (10/88 enterprises), those that do amount to 88.6% (78/88 enterpris-
es). Table 6 shows that statistically significant differences exist between the 
types of enterprises in relation to the number of employees and period giv-
en over to preparing budgets. The number of employees is a statistically 
significant factor with an impact on the preparation process (chi-square = 
19.434; P-value < 0.01), justifying hypothesis H1. No significant differ-
ences are evident in the period dedicated to a budget in the groups of enter-
prises with 100–250 employees (A/B; A/C; B/C: P-value > 0.05).  
The second hypothesis complemented the findings of the first test, in 
that ownership structure (i.e. the share of foreign capital) was identified in 
the literature review as another factor that can affect the time spent working 
on a budget. 
The number of businesses with a share of foreign capital below 20% 
equalled 48 (61.5% of 78 enterprises), while 30 others exceeded that per-
centage of capital (39.5% of 78 respondents). This data is given in Table 9, 
demonstrating that the given share of foreign capital is not a statistically 
significant factor that impacts the time spent preparing a budget (chi-square 
= 2.674; P-value > 0.05). These facts mean that hypothesis H2 is rejected 
(for a detailed view see Table 7). No significant differences exist in the 
period spent on a budget between the groups of enterprises in relation to 
ownership structure (A/B; A/C; B/C: P-value > 0.05). 
The third hypothesis proposed that ownership structure would be a sta-
tistically significant factor that influences the autonomy of the company 
when preparing a budget. The results of testing it are displayed in Table 8. 
Statistically significant differences exist between the enterprise groups in 
relation to the parameters of structure and autonomy, indeed making it a 
statistically significant factor (chi-square = 36.9943; P-value < 0.05). 









The initial part of the study brought to light some interesting findings, par-
tially in accordance with those gleaned from the literature review, as ex-
pected by the authors. For instance, insight was obtained as to the time 
frame for preparing budgets, the average being 5 weeks or more. This peri-
od is comparable to the figure found in the study by Libby and Lindsay 
(2010), who reported it usually took 6 to 10 weeks. A notable aspect related 
to the intended function of the budget, primarily the operations of planning 
and monitoring the progress of such plans; fewer than half of the respond-
ents applied them for further observational purposes. Results suggest that 
companies in the Czech Republic still deploy budgets as a tool for formal 
rather than managerial control, whereas the latter could also permit evalua-
tion of performance and reward. What might play into this is an extent of 
legacy, a mindset of post-socialist and centrally planned finances. All in-
dustrial enterprises in the Czech Republic, whose history dates before 1989, 
were state-owned under socialism, and several standard corporate func-
tions, such as discovering customer needs or innovation, were performed 
by the state. Thus, the operating practices of these enterprises after 1989 
could not be comparable to Western firms that have always operated in 
a capitalist economy. At the beginning of the third decade of the 21st centu-
ry, the differences in the characteristics of these groups of companies 
(Western and post-socialistic) have been still visible, for example, in the 
share of foreign capital. 
A noteworthy aspect concerned the question directed at budgetary 
(de)centralization, revealing a strong dependence for the budgeting process 
on the foreign ownership of companies. Employees of firms with owners 
outside the country tended to lack the appropriate freedom to set budgetary 
targets themselves. 
The next part of the study dealt with hypothesis testing. The first hy-
pothesis was validated, confirming that the size of the company significant-
ly influences the specific form of the budget and the period dedicated to 
preparing it. It would seem that the larger the company, the more complex 
the budgeting system implemented. Small companies are often managed 
without specific budgetary tools, reliant instead on the skills of their man-
agement or owners. Larger companies, however, require the sophistication 
of a budgeting system, in addition to having greater demands in relation to 
data and heightened levels of cooperation among employees. This corre-
lates with previous findings that large and medium-sized firms often moni-
tored more indicators in the budget than smaller ones (Dokulil et al., 2018). 
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Afterwards research shifted to testing if there was a connection between 
ownership structure and the period given over to preparing a budget. The 
expectation was that this time frame would be protracted in foreign-owned 
companies, due to need for communication at a managerial level between 
owners and executives. Interestingly, no statistically significant relationship 
was discerned, so it can be stated that ownership structure does not influ-
ence the duration spent on such preparation (the hypothesis H2 was reject-
ed). This result can be explained by the size of companies with a significant 
share of foreign capital. In the presented research, this group of firms con-
sisted mainly of large companies with considerable personnel capacities, 
which can eliminate differences in duration of budget compilation com-
pared to medium-sized and especially small companies. 
Studying the impact of foreign capital on budgetary practice confirmed 
the hypothesis of the authors (H3). Statistical processing of results demon-
strated that the share of foreign capital in a company is an important factor 
that affects its autonomy when drawing up a budget. Domestically owned 
firms enjoy much higher levels of autonomy, whereas those with foreign 
owners are mandated to follow directions from colleagues abroad. This 
finding is in accordance with results reported by Wnuk-Pel and Christaus-
kas (2018), who conducted a survey on the operational budgeting practices 
of Polish and Lithuanian companies. 
If the autonomy of foreign-owned enterprises in drawing up a budget is 
limited, we can assume that the behavior of these enterprises will be specif-
ic even in the following stages of budgeting process, such as a budget re-
view. 
On the other hand, it is necessary to consider the limiting factors of this 
research. The number of 1490 addressed companies seems to be sufficient, 
but the return rate of the web-based questionnaire was only 9.1%. The 
sample of 136 companies participating in the survey should be considered 
limited and the results may not be generalizable for the entire corporate 





Numerous experts have analysed the planning and budgeting practices of 
businesses, yet the majority of such studies investigated the conditions of 
developed economies (Hope & Fraser, 2003; Libby & Lindsay, 2010; de 
Wall et al., 2011). It has been far less common to identify specific factors 
that influence the choices of firms  in  post-socialist  countries,  which  now  
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have an open economy and where foreign ownership of companies is wide-
spread. 
This was the main impetus behind the research detailed herein on 
a sample of businesses operating in the Czech Republic, a nation which 
fulfils these criteria. In excess of 900,000 people are employed in foreign-
controlled companies in the country, equal to one third of all employees 
working in the corporate sector. From the perspective of contribution to 
added value, these enterprises governed from abroad account for 42% of 
the total figure. 
Based on these facts, the aim of this study was to examine specific as-
pects of compiling budgets in the Czech companies surveyed, and find out 
how the budgeting process in these firms is affected by the ownership 
structure. The authors elected for a quantitative form of research, whereby 
136 respondents completed a web-based questionnaire. The validity of the 
given phenomena, which were identified in the literature review, was sub-
sequently assessed by hypothesis testing via the Z-test method. 
The authors discerned that the number of employees at a firm constitut-
ed a statistically significant factor that affected the time frame given over to 
drawing up a budget. Most of the large enterprises participating in the sur-
vey (17 of 25) reported that they spent more than 5 weeks on the activity. 
Small companies typically dedicated 3 weeks to it, while the period for 
medium-sized ones was 4–5 weeks. Attention was also paid to the aspect of 
ownership structure, the results revealing that the share of foreign capital in 
a firm is not a statistically significant factor which affects the time given 
over to formulating a budget. However, the extent of foreign capital is sta-
tistically proven to impact the autonomy of a company when preparing 
a budget. In this context, 25 out of 31 firms in which there was a significant 
share of foreign capital declared that the approach and standards applied 
when drawing up a budget were dictated by the owners abroad.  
The presented results may supplement the existing knowledge with new 
findings on specific characteristics of budgeting behaviour in former social-
ist countries with an open economy and a significant influx of foreign capi-
tal. The results reported could also prove useful to companies, especially 
ones based in the Czech Republic, which devise systems in-house for plan-
ning and budgeting. 
Certain limiting factors have influenced the outcomes of this paper; 
these comprise the localized scope of research in just one country, a lower 
return of the questionnaire and application of a single type of research 
method. The advantage of the quantitative method selected, i.e. a survey in 
the form of a questionnaire, is the ability to address a large sample of re-
spondents; however, experts have expressed the misgiving it is insufficient 
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for gaining full comprehension of the given topic. Therefore, the team of 
authors shall continue to explore the matter further by carrying out qualita-
tive studies, these involving interviews with individuals at selected compa-
nies. The assumption is that such comprehensive research, in which inter-
views are held with people at all levels of an organization, will confirm or 
refute the results of this survey, in addition to yielding greater insight into 




Becker, S. D., Mahlendorf M. D., Schäffer, U., & Thaten, M. (2016). Budgeting in 
times of economic crisis. Contemporary Accounting Research, 33(4), 1489-
1517. doi: 10.1111/1911-3846.12222. 
Buganová, K., & Moricová, V. (2017). Innovation of education in risk and crisis 
management. Turkish Online Journal of Educational Technology, (November 
Special Issue), 177-182.  
Choe, Y., & Kan, Ch. (2020). Budget depreciation: when budgeting early increases 
spending. Journal of Consumer Research, 47(3), 311-326. doi: 10.5281/zeno 
do.4039933. 
De Wall, A., Hermkens-Janssen, M., & van de Ven, A. (2011). The evolutionary 
adoption framework: explaining the budgeting paradox. Journal of Accounting 
& Organizational Change, 7(4), 316-336. doi: 10.1108/18325911111182295.  
De With, E., & Dijkman, A. (2008). Budgeting practices of listed companies in the 
Netherland. Management Accounting Quarterly, 10, 26-36. 
Dokulil, J., Dvorský, J., & Popesko, B. (2018). Budgeting and Czech companies: 
connected concepts or two different worlds? Scientific Papers of the University 
of Pardubice, Series D: Faculty of Economics and Administration, 26(44), 65-
76. 
Dugdale, D., & Lyne, S. (2006). Budgeting practice and organizational structure. 
Research Executive Summaries, 6(4).  
Hansen, S. (2011). A theoretical analysis of the impact of adopting rolling budgets, 
activity-based budgeting, and beyond budgeting. European Accounting Review, 
20(2), 289-319. 
Hansen, S. C., Otley, D. T., & Van der Stede, W. A. (2003). Practice developments 
in budgeting: an overview and research perspective. Journal of Management 
Accounting Research, 15(1), 95-116. doi: 10.2308/jmar.2003.15.1.95. 
Hope, J., & Fraser, R. (2003). Beyond budgeting: how managers can break free 
from the annual performance trap. Boston, Mass.: Harvard Business School 
Press. 
Joshi, P. L., Al‐Mudhaki, J., & Bremser, W. G. (2003). Corporate budget planning, 
control and performance evaluation in Bahrain. Managerial Auditing Journal, 
18(9), 737-750. doi: 10.1108/02686900310500505. 
Kenno, S. A., Lau, M. C., & Sainty, B. J. (2018). In search of a theory of 
budgeting: a literature review. Accounting Perspectives, 17(4), 507-553. 
Oeconomia Copernicana, 11(4), 779–798 
 
794 
Lambovská, M., Rajnoha, R., & Dobrovič, J. (2019). From quality to quantity and 
vice versa: how to evaluate performance in the budgetary control process. 
Journal of Competitiveness, 11(1), 53-69. doi: 10.7441/joc.2019.01.04. 
Lidia, T. G. (2014). Difficulties of the budgeting process and factors leading to the 
decision to implement this management tool. Procedia Economics and 
Finance, 15, 466-473. doi: 10.1016/S2212-5671(14)00484-5. 
Libby, T., & Lindsay, R. M. (2007). Beyond budgeting or better budgeting? 
Strategic Finance, 89(2), 46-51. 
Libby, T., & Lindsay, R. M. (2010). Beyond budgeting or budgeting reconsidered? 
A survey of North-American budgeting practice. Management Accounting 
Research, 21(1), 56-75. doi: 10.1016/j.mar.2009.10.003. 
Lohan G. (2013). A brief history of budgeting: reflections on beyond budgeting, its 
link to performance management and its appropriateness for software 
development. In B. Fitzgerald, K. Conboy, K. Power, R. Valerdi, L. Morgan, 
K. J. Stol (Eds.). Lean enterprise software and systems. LESS 2013. Lecture 
notes in business information processing, vol 167. Berlin, Heidelberg: Springer. 
Lorain, M. A., Domonte, A. G., Sastre Peláez, F. (2014). Traditional budgeting 
during financial crisis. Cuadernos de Gestión, 15(2), 65-90. doi: 10.5295/cdg. 
140480ag. 
Neely, A., Bourne, M., & Adams, C. (2003). Better budgeting or beyond 
budgeting? Measuring Business Excellence, 7(3), 22-28. doi: 10.1108/136830 
40310496471. 
Neely, A., Sutcliffe, M. R. & Heyns, H. R. (2001). Driving value through strategic 
planning and budgeting. London: Accenture.  
Ostergren, K., & Stensaker, I. (2011). Management control without budgets: a field 
study of beyond budgeting in practice. European Accounting Review, 20(1). 
149-181. doi: 10.1080/09638180903487842. 
Pietrzak, Ż. (2013). Traditional versus activity-based budgeting in non-
manufacturing companies. Social Sciences, 82(4), 26-37. 
Popesko, B., Novák, P., Papadaki, S., & Hrabec, D. (2015). Are the traditional 
budgets still prevalent: the survey of the czech firms budgeting practices. 
Transformations in Business & Economics, 14(3C), 42-59. 
Réka, I. (2014). New trends in budgeting – a literature review. SEA - Practical 
Application of Science, 2(4), 483-490. 
SeTin, S. T, Sembel, R. & Agustine, Y. (2019). Budget gaming behavior: evidence 
in Indonesia manufacturing companies. Journal Keuangan dan Perbankan, 
23(2), 258-269. doi: 10.26905/jkdp.v23i2.2945. 
Šiška, L. (2016). The contingency factors affecting management accounting in 
Czech companies. Acta Universitatis Agriculturae et Silviculturae Mendelianae 
Brunensis, 64(4), 1383-1392. 
Titman, S. (2017). Does ownership structure matter? European Financial 
Management, 23(3). doi: 10.1111/eufm.12120. 
 
 
Oeconomia Copernicana, 11(4), 779–798 
 
795 
Wagner, J. (2014). Performance management and measurement research in the 
Czech Republic: 1993-2013. In IDIMT-2014: Networking societies – 
cooperation and conflict, book series: Schriftenreihe Informatik, 43. 
Proceedings of 22nd interdisciplinary information management talks (IDIMT) 
conference. Podebrady, Czech Republic. 
Wnuk-Pel, T. & Christauskas, C. (2018). Analysis of operational budgeting 
practices in Polish and Lithuanian companies. Transformations in Business & 
Economics, 17(3), 102-124. 
Yalcin, S. (2012). Adoption and benefits of management accounting practices: an 
intercountry comparison. Accounting in Europe, 9(1), 95-110. doi:  10.1080/17 
449480.2012.664394. 
Zandi, G., Singh, J., Mohamad, S., & Ehsanullah, S. (2020). Ownership structure 
and firm performance. International Journal of Financial Research, 11(2), 293-
300. doi: 10.5430/ijfr.v11n2p293. 







This paper was supported by a project, ref. GA 17-13518S/P403, entitled 
“Determinants of budgeting and performance measurement systems, and the design 
and impact of these systems on organizational behaviour and organizational 
performance” registered at the Czech Science Foundation, as well as by the 






















Table 1. Functions of budgeting 
 
What purposes do budgets serve at the 
company? Frequency Percentage 
Planning 80 90.9% 
Communication 24 27.3% 
Motivation 44 50% 
Plan execution monitoring 68 77.3% 
Coordination 35 39.8% 
Evaluation of managerial activities 44 50% 
Other 5 5.7% 
 
 
Table 2. Autonomy in preparation of a budget 
 
Do foreign investors have a significant 
share in the total capital of the company? Frequency Percentage 
Yes 31 35.23% 
No 57 64.77% 
If yes, are the method for preparing a 
budget and/or related standards established 
by the investor(s)? 
Frequency Percentage 
Yes 25 80.65% 
No 6 19.35% 
 
 
Table 3. Budgetary (de)centralization 
 
Question Answer Frequency Percentage 
Is each centre or department at the 
company responsible for its own budget 
with the intention of it being a managerial 
tool? 
Yes 70 79.5% 
No 18 20.5% 
Statement Answer Frequency Percentage 
If the answer to the previous question 
is “yes”, are the budgets of the centres 
(departments) created in cooperation with 
the staff working in them? 
Yes 63 90% 
No 7 10% 
If the answer to the previous question 
is “yes”, is such decentralization of the 
budget part of a wider system to motivate 
employees? 
Yes 45 64.3% 







Table 4. The process for putting together a budget 
 
Are budgets compiled in relation to the 
calendar year? 
Frequency Percentage 
Yes 79 89.8% 
No 9 10.2% 
At which time of year do you start working 
on the budget? 
Frequency Percentage 
Before September 23 26.1% 
September – October 44 50% 
November – December 21 23.9% 
How many weeks does it take to draw up the 
budget? 
Frequency Percentage 
Less than 1 week 3 3.4% 
2 – 3 weeks 12 13.6% 
4 – 5 weeks 21 23.9% 
5 – 8 weeks 21 23.9% 
More than 8 weeks 21 23.9% 
The time spent on it is not recorded 10 11.4% 
How many employees are involved in 
preparing the budget? 
Frequency Percentage 
1 – 5 employees 54 61.4% 
6 – 10 employees 16 18.2% 
More than 10 employees 18 20.4% 
 
 
Table 5. Use of software in putting together a budget 
 
Is specialized software used to aid preparation of 
the budget? Frequency Percentage 
Yes 13 14.8% 
No 75 85.2% 
 
 
Table 6. Testing H1 
 
Number of employees 





than 3 weeks 
(A) 




than 5 weeks 
(C) 
A / B 
A / C 
B / C 


































Table 7. Continued  
 
Number of employees 





than 3 weeks 
(A) 




than 5 weeks 
(C) 
A / B 
A / C 
B / C 


























Table 8. Testing H2 
 
Ownership structure 





than 3 weeks 
(A) 




than 5 weeks 
(C) 
A / B 
A / C 
B / C 
Enterprises with a 
share of foreign capital of 










Enterprises with a 
share of foreign capital 

























Table 9. Testing H3 
 
Ownership structure Autonomy in preparation of the budget 
Yes No 
Enterprises with a share of foreign 





Enterprises with a share of foreign 
capital greater than 20% 
43 
58.1% 
5 
8.1% 
Total (%) 
74 
100% 
62 
100% 
Chi-square 36.9943 
P-value 0.000 
 
